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P K E F A C E. 


During  the  existence  of  the  Bank  Charter,  but  especially 
since  Sir  Robert  Peel’s  Act  came  into  operation,  so  many 
publications  have  issued  from  the  press  by  highly  qualified 
and  accomplished  writers,  each  recommending  some  parti- 
cular course  as  essential  to  be  adopted  for  the  improvement 
of  our  system  of  currency,  that  any  fresh  attempt  in  the 
same  direction  is  not  unlikely  to  be  regarded  as  a feeble 
revival  of  a subject  already  exhausted.  The -author  is, 
however,  tempted  to  believe,  that  if  in  the  following  pages 
suggestions  are  made  which  may  in  part  have  occurred  to 
previous  writers,  the  principles  he  advocates  are  neither  less 
powerful  nor  less  deserving  of  reflection,  even  by  the  Com- 
mittee now  sitting  on  the  Bank  Charter.  And,  although  he 
has  great  reluctance  to  enter  upon  so  weighty  a question 
from  a strong  conviction  of  his  own  incompetency  to  deal 
with  it  efficiently,  he  nevertheless  feels  that  if  there  is  any- 
thing in  the  views  he  entertains,  worthy  of  consideration,  as 
likely  to  be  beneficial  to  the  Public,  he  ought  not  to  shrink, 
at  a crisis  like  the  present,  from  submitting  them  to  the  usual 
process  of  ventilation. 
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London,  Auffnst,  1857. 


OBSERVATIONS  ON  THE  CURRENCY. 


A Committee  of  the  House  of  Commons  on  the  Bank  Charter 
being  now  engaged  in  receiving  evidence,  the  present  seems  a most 
opportune  moment  for  inquiring  whether  it  would  not  be  to  the 
advantage  of  the  community  at  large,  were  the  paper  circulation 
of  the  country  established  on  a different  principle. 

It  is  felt  on  all  hands  that  the  Act  of  7 and  8 Victoria,  c.  32, 
requiring  the  Bank  of  England  to  pay  its  notes  in  gold  has  failed 
to  fulfil  the  anticipations  which  u^ere  formed  of  it.  By  legalizing 
a paper  circulation,  7wt  represented  hy  gold,  to  the  extent  of  the 
Government  debt  of  1011,015,100,  since  increased  to  £14,475,000 
by  other  Government  securities,  the  salutary  principle  of  paying 
its  notes  on  demand  is  practically  set  at  nought.  Of  the  nineteen 
millions  sterling  of  bank  notes  at  present  in  circulation,  that  fourteen 
millions  is  not  represented  by  gold  at  all ; so  that  when  a demand 
arises  for  bullion  from  the  Continent  of  Europe,  the  Directors  of 
the  Bank  have  recourse  to  an  expedient  ruinous  to  the  trading 
interests  of  the  country — namely,  to  contract  the  issues  of  bank 
notes,  by  elevating  the  rate  of  discount  and  limiting  the  discounts 
of  bills  of  exchange  to  those  having  a shorter  time  to  run, — thus 
practically  increasing  the  price  of  gold  to  so  high  a pitch  as  to 
prevent  its  withdrawal. 

It  is  not  alone  the  irredeemable  portion  of  the  Bank’s  issues 
which  impedes  its  free  action  as  the  regulator  of  the  national 
currency,  hut  the  la^^ge  amount  of  the  balances  which  it  holds  at 
the  credit  of  its  customers,  which  is  equally  based  upon  gold  as  the 
bank  notes  themselves.  Exclusive  of  the  public  deposits  (which 
include  Exchequer,  Savings’  Banks,  Commissioners  of  National 
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Debt  aiid  dividend  accounts,  amounting  [30th  INIay]  to  £5,555,566), 
the  bal  inces  in  the  books  of  the  Bank,  formed  of  private  deposit 
and  current  accounts,  amount  to  £9,088,620,  forming  together 
with  the  authorised  issues  of  £11,475,000,  an  amount  exceeding 
£23,0C  0,000,  for  which  there  is  really  no  proA'ision,  unless  in 
Goverrment  and  other  securities.  Under  such  circumstances  the 
Directors  are  searcely  to  be  blamed  for  applying  the  screw  for  the 
Bank's  protection.  But,  if  the  drain  of  gold  from  England  arises, 
as  it  IK  toriously  does  arise,  from  the  necessities  of  foreign  govern- 
ments, —for  the  wants  of  the  Bank  of  France, — for  the  purchase  of 
silver  fjr  exportation  to  the  East, — and  from  speculations,  it  may 
be,  of  :he  wildest  character  on  the  Continent  of  Europe,  to  which 
the  aid  of  English  eapitalists  is  but  too  successfully  invoked,— surely 
it  is  a : allacy  to  attribute  the  high  value  of  money  to  commereial 
success,  and  consequently  to  the  excessive  demand  for  the  employ- 
ment o ' capital  at  home  ? Some  measures  of  a conservative  character 
seem  t'  > be  necessary  for  the  protection  of  our  own  legitimate  trade. 
Anomi  lous  as  the  proposition  may  seem  to  be,  it  is  nevertheless 
true  th  at  the  healthy  action  of  our  own  trade,  which  is  free  and 
unrest]  icted,  is  obstructed  by  the  necessities  of  those  countries,  who, 
by  refi  sing  to  receive  our  manufactures,  Avill  not  trade  with  us  at 
all  on  he  principle  of  free  trade,  unless  in  objects  of  speculation. 

Although  these  foreign  operations  of  so  extensive  a character 
havetl.  e greatest  influence  in  raising  the  value  of  money  here,  the 
whole  circulating  medium  of  the  country  being  dependent  on  the 
action  of  the  Bank  of  England,  it  is  nevertheless  true  that  the 
whole  imount  of  bank  notes  in  circulation,  is  but  a small  fraction 
of  the  money  power  of  the  country.  Our  vast  transactions  are 
conducted  only  to  a small  extent  by  means  of  Bank  of  England 
notes  End  gold.  They  are  mostly  paid  for  by  bills  of  exchange,  or 
by  che  jues  on  bankers  other  than  the  Bank  of  England- — that  is, 
they  aie  mainly  formed  of  the  capital  and  credit  of  the  people.  By 
statemmts  just  published,  the  amount  of  deposits  held  by  four 
banks  ire  as  under,  viz  : — 


June  27.  Bank  of  England £9,184,352 

June  30.  London  and  Westminster  Bank  . . 13,913,058 

Union  Bank 10,874,640 

London  Joint  Stock 10,698,530 


£44,670,580 


If  these  four  banks  alone  hold  between  them  not  less  than  forty- 

%• 

four  millions  of  private  or  of  mercantile  deposits,  surely  it  is  not  an 
unwarrantable  hypothesis  to  suppose  that  the  whole  of  the  seventy- 
five  metropolitan  banks,  private  and  joint-stock,  hold  amongst  them 
such  balances  to  an  amount  of  200  or  250  millions,  and  that  the 
entire  banks  in  the  United  Kingdom  (exceeding  wfith  their  branches, 
2000  in  number),  may  not  hold  less  than  1,000  millions.  The 
clearing  house  alone,  it  is  said,  operates  to  the  amount  of  1,500 
millions  yearly.  These  balances,  however,  are  wholly  exclusive  of 
current  bills  of  exchange,  which  must  amount  to  an  enormous 
sum, — based  on  the  credit  of  individuals, — and  these  united, — 
form  the  trading  capital  of  the  kingdom,  passing  from  hand  to 
hand  through  all  the  industrial  channels  of  trade  and  commerce. 
The  question  for  the  Committee  of  the  House  of  Commons  to 
determine  is,  whether  so  powerful  an  engine  for  the  promotion  of 
trade  and  the  employment  of  industry,  composed  of  the  capital  and 
credit  of  the  community,  is  to  continue  under  the  control  of  the 
Bank  of  England,  whose  whole  paper  circulation  seldom  exceeds 
the  comparatively  modest  amount  of  20  millions  sterling  ? 

But  let  it  not  be  taken  for  granted  that  an  amount,  insignificant 
as  it  is,  compared  to  the  whole,  is  even  actually  in  circulation 


throughout  the  kingdom.  Bank  of  England  notes  circulate  but  to 
a moderate  extent  out  of  the  metropolis.  The  issues  of  to-day  are 
to  a great  extent  returned  to  the  Bank  to-morrow ; and,  if  the  tills 
of  the  different  London  banks  were  examined,  there  is  scarcely  a 
doubt  that  the  great  bulk  of  the  amount  would  be  found  Avaiting 
for  cheques  or  bills  to  be  presented  at  the  counter.  If  the  Bank 
Avere  required  to  publish  weekly  or  monthly  statements  of  the 
accumulating  amounts  of  the  issues,  as  Avell  as  the  returns  of  bank 
notes,  (in  addition  to  the  circulation  and  the  reserve),  Ave  should 
have  some  data  to  enable  us  to  form  a correct  judgment  on  so 
important  a question. 

To  prove  Iioav  little  of  real  money — that  is  of  Rank  of  England 
notes  and  gold—  enters  into  the  operations  of  trade, — it  may  be  inte- 
resting, as  Avell  as  conclusive  on  that  point,  to  refer  to  the  analysis 
of  a continuous  course  of  commercial  transactions,  extending  over 
several  millions  yearly,  and  AA’hich  may  be  considered  as  a fair 
example  of  the  general  trade  of  the  country.  The  proportions  of 
receipts  and  payments  are  reduced  to  the  scale  of  one  million  only, 
during  the  year  1856,  and  arc  eis  under,  viz  : — 
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RECEIPTS. 


In  lankers^  drafts  and  mercantile  bills  of 


e xchange,  payable  after  date  .... 

. . . £533,596 

In  cheques  on  bankers,  &c.,  payable 

on 

f emand  

. . . 357,715 

In  jountry  bankers^  notes 

9,627 

£900,938 

In  Bank  of  England  notes  

. . . 68,554 

In  'old 

. . . 28,089 

In  diver  and  copper  

1,486 

In  Post-office  orders  

. . . 933 

99,063 

£1,000,000 

PAYMENTS. 

By  bills  of  exchange  payable  after  date  £303,674 

By  cheques  on  London  bankers 663,672 


966,346 

By  Bank  of  England  notes £32,743 

By  gold 9,427 

By  silver  and  copper 1,484 

33,654 

£1,000,000 


The  ;e  results  may  be  taken  as  an  illustration  of  trade  in  London, 
in  the  se  great  branches  where  capital  and  credit  may  be  supposed 
to  lia  -e  their  free  action.  And  they  may  be  presumed  to 
exemj  lify  the  ramifications  of  the  currency  amongst  traders 
generally  throughout  the  United  Kingdom.  It  is  here  manifest 
that  0 f the  money  received.  Bank  of  England  notes  amount  to  less 
than  r per  cent.,  and  gold  and  silver  to  only  3 per  cent,  of  the 
currei  cy.  And  of  the  payments  made.  Bank  of  England  notes 
are  b it  2 per  cent.,  and  gold  and  silver  only  1 per  cent,  of  the 
currei  cy.  On  the  other  hand,  payments  are  received  on  a ratio  of 
about  90  per  cent.,  and  are  made  at  nearly  97  per  cent.,  of  that 
portio  Q of  the  currency  which  is  formed  of  the  credit  and  capital 
of  the  traders  themselves  ! It  is  scarcely  possible  to  produce  more 
power  iul  evidence  to  establish  the  necessity  for  correcting  that 
overw  lelming  influence  which  the  Bank  of  England  exercises  over 
the  w]  lole  money  operations  of  the  kingdom. 


So  long  as  England  maintains  its  commercial  pre-eminence,  it 
must  continue  to  be  the  market  for  gold,  not  for  its  own  wants 
only,  but  for  the  supply  of  Europe.  But  gold,  like  every  other 
^ commodity,  will  go  where  it  can  command  the  highest  price.  In 

this  country  the  price  is  fixed,  and  hence,  if  the  Bank  of  I ranee, 
which  is  compelled  by  its  charter  to  hold  a certain  amount  of 
bullion  proportionate  to  its  issues,  is  willing  to  pay  a premium  on 
that  price,  the  gold  is  carried  there.  It  is  alone  owing  to  the 
disturbing  influences  on  the  Continent  of  Europe,  as  well  as  to  the 
war  during  the  last  two  years,  or  to  the  large  demand  for  silver  to 
the  East,  that  the  coffers  of  the  Bank  of  England  have  not  been 
filled  with  bullion,  as  there  has  been  no  deficiency  in  the  influx  of 
that  commodity. 

There  is  no  means  of  arriving,  with  any  degree  of  certainty,  at  the 
^ precise  value  of  the  gold  imported  into  Great  Britain,  during  the 

last  few  years,  as  large  quantities  have  been  brought  in  by  private 
hands,  and  not  entered  at  the  Custom  House.  But  we  can  form 
some  conception  of  its  amount  by  the  following  tables.  The 
produce  of  the  gold  fields  of  Victoria  is  thus  given  in  the  Man- 
chester Guardian,  of  11th  May,  1857,  viz  : — 


Years. 

Quantity. 

Value. 

1 

1852 

4,247,152  ounces 

at  70s.... 

...£14,866,799 

1853 

3,090,342 

75s 

...  11,588,782 

1 

1 

1854 

2,193,699 

80s.... 

...  8,770,796 

1855 

2,964,073 

}} 

80s.... 

...  11,856,292 

1856 

3,533,527 

)) 

80s.... 

...  14,134,108 

In  all...  . 

....16,027,793  oz. 

fy 

Avorth... 

...£61,316,777 

1 

or  an  average  of  £12,243,355  yearly. 

The  exports  of  specie  from  New  York  and  Boston,  United  States, 
to  Foreign  ports,  are  as  under.  (See  Hu7it’s  Merchant's  Magazine 
for  February,  1857.) 


Dollars. 

1852  28,591,261 

1853  32,516,873 

1854  44,582,843 

r 1855 42,475,310 

1856 49,445,825 


^197,612,012=£39,522,402;  being  an 
average  of  £8,233,833,  at  4s.  2d.  per  dollar. 
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By  he  returns  from  San  Francisco  for  the  following  years,  the 
gold  si  lipped  from  that  city  appears  as  under.  (See  Pope’s  Journal 
of  Tri  de,  for  1857.) 


Dollais. 

1851  34,492,000 

1852  45,779,000 

1853  53,906,956 

1854  51,506,132 

1855  43,219,654  (estimate) 


^•228,903,742,  or  £47,688,279,  being  an 

average  of  £9,537,656. 

Fro  n these  results  it  may  safely  be  assumed,  that  Australia  and 
Califo  uia,  exclusive  of  all  other  quarters  of  the  world,  have 
produced  not  less  than  100  millions  of  pounds  sterling  of  gold 
during  the  last  five  years.  Assuming  that  the  greater  part  of  the 
shipm  3nts  from  San  Francisco  were  sent  to  New  York  and  Boston, 
it  is  to  be  supposed  that  the  great  bulk  of  the  quantity  received 
was  transmitted  to  Europe;  and  by  far  the  greater  portion  to 
Engla  id  alone.  We  know  how  much  of  that  immense  importation 
(avera  jing  at  least  twenty  millions  j^early)  found  its  way  into  the 
Bank  if  England,  but  we  do  not  know  precisely  how  much  was 
sent  fi  om  England  into  France  and  other  countries.* 

Duiing  the  six  months  ending  30th  June,  1857,  Messrs. 
Haggf  rd  and  Pixley  state  the  amount  of  gold  alone  exported  to 
he  £l  >,251,690;  but  this  must  be  largely  under  the  mark,  as 
it  is  V ell  known  that  large  quantities  of  bullion  are  conveyed  to 
the  C(  ntinent  by  private  hands.  If  we  are  to  assume  that  half  or 
three-  burths  of  the  whole  bullion  has  been  transmitted  from 
Engla  id  to  the  Continent,  we  may  also  assume  that  the  other  half 
has  be  3n  absorbed  at  home ; for  the  amount  of  bullion  now  held  by 
the  Bj.nk  is  rather  less  than  more,  compared  with  tlie  amounts  of 
bullion  held  before  these  gold  fields  were  discovered,  and  therefore 
that  a large  amount  of  gold  remains  in  England  waiting  invest- 
ment. One  thing  however  is  certain, — that  so  long  as  it  is  profitable 
to  ser  d gold  from  England,  there  is  always  the  opportunity  of 
doing  so,  by  means  of  discounts,  or  of  the  large  balances  at  the 
credit  of  depositors,  in  the  hands  of  the  different  banks  ; and 

* Tt  e Daily  News  in  its  City  article,  computes  the  imports  of  specie  and 
bullion  for  the  twelve  mouths  ending. Juno  27th,  18o7,  at  ^2G,(j!>4,800 ; but 
this  im  hides  silver. 
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that  there  is  also,  consequently,  the  poicer  of  drawing  every  sovereign  out 
of  the  Bank. 

During  the  war  recently  closed,  the  scene  of  operations  was 
remote  from  our  own  shores,  and  our  commerce  proceeded  without 
interruption,  while  at  the  same  time  we  were  receiving,  almost 
weekly,  large  imports  of  bullion  from  Australia  and  America.  We 
have  come  out  of  the  conflict  comparatively  unscathed,  in  a 
pecuniary  point  of  view.  It  is  fearful  to  contemplate  what  might 
have  been  the  result  had  that  regular  influx  of  bullion  been  checked 
— had  the  field  of  operations  been  in  the  British  Channel  instead 
of  the  Black  Sea — had  we  been  at  enmity  rather  than  in  alliance 
with  France — and  had  our  occasional  diff’erences  of  opinion  with 
the  United  States  brought  us  into  collision  with  that  country. 
But  yet,  the  chances  of  such  events  are  within  the  range  of  possi- 
bility : they  have  occurred  before,  and  may  happen  again.  As  a 
matter  of  prudence,  it  is  wise  to  look  the  risk  of  such  contingencies 
steadily  in  the  face.  It  would  certainly  be  no  easy  matter  for  the 
United  Powers  of  Europe  and  America  to  achieve  the  ruin  of  a 
commercial  country  like  this  : but  still,  in  counting  the  cost  of  a 
calamity  such  as  war,  we  must  take  into  the  calculation,  not  only  the 
vast  increase  of  taxation,  but  the  possible  destruction  of  our  external 
trade,  for  a time  at  least,  as  well  as  the  depreciation  of  all  property. 
In  such  a case,  the  question  asked  by  the  late  Sir  Robert  Peel, 

What  is  a pound  ?”  would  receive  a practical  answer,  when  the 
nominal  value  of  a bank  note  which  would  cease  to  be  convertible, 
and  the  possession  of  its  amount  in  actual  gold,  would  be  brought 
into  contrast  with  each  other.  It  is  within  the  memory  of  every 
one  old  enough  to  remember  the  war  in  which  this  country  was 
engaged  simultaneously  with  France  and  Europe,  as  well  as  the 
United  States  of  America,  that  a guinea  in  gold  could  readily 
command  thirty  shillings,  when  measured  in  the  prices  of  commo- 
dities, by  the  depreciation  of  a paper  currency.  Were  such  a state 
of  things  again  to  arise  in  this  country,  the  banks,  and  through 
them  their  depositors,  and  holders  of  their  paper,  could  not  fail  to 
be  the  heaviest  losers. 

The  capital  and  credit  of  the  trading  community  are  separate 
and  distinct  ideas  from  the  circulating  medium  of  the  country, 
whether  the  currency  is  gold  or  paper.  The  perfect  security  of  the 
great  bulk  of  the  people,  whose  existence  depends  on  their  labour, 
or  in  the  purchase  and  sale  of  small  values,  is,  and  ever  ought  to 
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lie,  the  primary  consideration  in  such  a question  as  this.  The 
labouring  classes  live  always  from  hand  to  mouth — they  deal  only 
in  note  s of  small  value,  or  in  the  usual  current  coins, — and  hold  no 
balanc(  s at  their  credit  with  bankers.  If  they  make  money,  not 
really  ^ ^ anted  for  their  ordinary  pursuits,  they  invest  it  in  small 
tenements,  or  probably  in  Savings’  Banks,  relying  on  its  perfect 
securit  t.  The  extent  of  such  investments  may  be  gathered  from  the 
Parliar  lentary  return  as  to  Savings’  Banks  for  the  year  ending  20th 
November,  1855.  The  total  amount  owing  to  dej)ositors,  was  in 


England £30,134,227 

Scotland 2,014,114 

Ireland 1,616,126 

The  Islands  371,056 

Total £34,135,523,  contributed 


by  1,3 11,422  persons.  In  the  event  of  a national  crisis,  what 
would  be  the  result  were  such  a large  amount,  formed  of  small 
individ  lal  demands,  not  at  once  to  be  satisfied  in  specie  ? On 
the  other  hand,  those  who  keep  banking  accounts,  are  the  loan 
contractors,  stock,  share,  and  colonial  brokers,  millowners  and 
manufacturers  who  give  employment  to  labour,  wholesale  dealers, 
the  lar|  er  shopkeepers  who  distribute  the  productions  of  labour, 
the  ge  leral  merchants,  the  importers,  the  exporters,  and  the 
thousai  ds  of  others,  engaged  in  pursuits  which  may  be  said  to 
distingi.ish  the  master  from  the  man.  These  all  trade  on  a 
principle  of  credit,  and  command,  from  their  position,  that  confi- 
dence vhich  enables  them  to  conduct  their  operations  without 
difficully,  even  where  their  entire  money  capital  is  absorbed  in 
machin3ry,  plant,  stock,  or  book  debts;  and  they  can  readily 
convert  the  credit  they  give  into  fresh  resources,  by  the  discount 
of  bills  of  exchange  drawn  on  their  customers.  These  classes  are 
the  str3ngth  of  the  country,  and  the  mainstay  of  the  bankers. 
But  tin  ir  strength  does  not  consist  either  in  the  possession  or  the 
exchanj  ;e  of  bank  notes,  but  in  the  transfer  by  means  of  cheques, 
on  the  r bankers,  of  the  money  balances  standing  at  their 
credit.  It  is  the  united  combination  of  such  balances  which 
enables  the  banker  so  to  distribute  the  money  power  thus  placed 
in  his  h inds,  as  to  supply  the  wants  of  all  classes  of  individuals  in 
their  bi  siness  operations. 

Nor  can  this  system — the  natural  result  of  the  necessity  for 
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interchanging  commodities,  and  the  most  perfect  and  convenient 
for  money  operations  which  the  ingenuity  of  man  has  invented — ever 
be  dispensed  wdth.  It  is  founded  on  a principle  of  confidence, 
and,  to  give  solidity  to  the  currency  circulating  throughout  the 
country,  is  the  best,  if  not  the  only  means  of  maintaining  that 
confidence  unimpaired.  At  present,  this  system  of  widely-spread 
confidence  and  credit  is,  in  theory,  founded  on  gold,  as  every 
holder  of  a bank  balance  has  the  right  of  calculating  on  the  power 
he  possesses  of  demanding  that  balance  in  sovereigns,  should  the 
necessity  arise  for  his  doing  so.  But  this  is  a simple  delusion, 
destitute  of  all  tangible  reality.  The  only  reliance  that  can  or  that 
ought  to  be  placed  on  the  safety  of  such  balances,  is  in  the  known 
capital  of  the  bankers  w ho  hold  them, — the  value  of  the  securities 
placed  in  their  hands  (whether  public  or  private),  and  in  their 
character  for  sagacity  and  prudence  in  the  management  of  their 
business.  It  is  the  faith  placed  in  a shadow  rather  than  a substance, 
which,  when  a monetary  crisis  arises,  occasions  so  much  ruin  and 
distress  in  the  country. 

In  the  Parliamentary  inquiry  into  the  commercial  distress  ol 
1847,  and  in  the  able  history  of  the  commercial  crisis  of  that  period 
by  Mr.  D.  Morier  Evans,  (published  by  Letts  and  Son,)  a very 
clear  account  is  given  of  the  causes  which  led  to  that  disastrous 
revulsion.  The  raihvay  mania  which  occurred  in  1845  had  gradually 
subsided  into  a monthly  demand  for  money  to  meet  calls.  The 
Irish  famine,  which  had  the  efifect  of  attracting  large  imports  of 
grain,  turning  the  exchanges  against  England,  led  to  large  exports 
of  gold.  Commercial  failures,  unparalleled  in  number  and 
amount,  not  in  England  only,  but  on  the  Continent  of  Europe, — 
the  unsettled  state  of  political  affairs  in  France,  which  led  to  the 
Bevolution — events,  each  of  which  alone,  was  sufficiently  onerous  to 
test  the  efficacy  of  the  Act  of  1844, — but  combined,  were  irresistible 
in  spreading  that  general  distrust  wdiich  prevailed  in  1847-8 ; and 
it  w^as  only  by  the  celebrated  Government  letter,  suggesting  the 
rate  of  discount  to  be  raised  to  8 per  cent.,  that  the  Bank  was  saved. 

Panics  are  always  the  successors  of  some  previous  period  of 
overweening  confidence  and  of  rash  speculation.  It  would  be  a just 
retribution,  were  their  results  to  be  visited  on  those  alone  whose 
reckless  and  imprudent  conduct  occasioned  them ; but  they  become 
for  the  time  a national  calamity,  and  involve  the  wffiole  community 
in  their  consequences.  The  denial  of  suitable  accommodation  by 
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the  bankers  to  their  customers  whose  demands  are  reasonable  and 
whose  trading  operations  are  prudent  and  healthy,  is  simply  to 
place  !L  cog  on  the  wheels  of  commerce.  It  is  the  sharp  pull-up 
which  throws  the  good  horse  on  his  haunches  ; and  if  the  position 
of  the  banks  at  such  a period  be  such  as  to  justify  a display  of 
prudei  cc  or  caution,  which  the  course  adopted  by  the  Bank  of 
England  at  the  moment  may  render  expedient  for  its  owm  safety, 
the  su  Idenness  of  the  shock  is  nevertheless  experienced  by  every 
merch  int  and  manufacturer  in  the  kingdom.  The  wdiole  machinery 
of  corimerce  is  for  a time  thrown  out  of  gear,  and  distrust 
becom  is  universal.  The  denial  of  banks  to  accommodate  the 
trader  is  often  follow'ed  by  a want  of  confidence  on  the  part  of 
the  pualic  and  a run  on  the  banks  themselves.  The  deposits  are 
then  tie  great  cause  of  alarm,  and  this  applies  quite  as  much  to 
the  Bank  of  England  as  to  private  or  local  banks ; but  the  fear  for 
the  saiety  of  deposits  is  superinduced  by  the  run  on  the  bank  for 
raonev  for  its  notes.  If  the  Bank  of  England  had  no  notes  of  its 
own,  i would  incur  less,  indeed  no  danger  of  a run  to  be  made 
upon  i :,  and  the  community  would  be  less  exposed  to  loss.  Panic, 
even  a . its  worst,  is  of  a temporary  character.  Interested  people 
have  n 3 inclination  at  the  moment  to  reflect  on  its  consequences ; 
but  fear  speedily  resolves  itself  into  confidence,  when  it  is  known 
that  tl  ere  are  resources  ample  enough  to  satisfy  all  demands.  It 
is  wisd  3m,  therefore,  to  enquire  whether  so  great  an  evil  as  panic 
cannot  be  prevented,  since  we  know  that  its  cure  is  so  expensive. 

But  panic  alone  is  not  the  only  evil  of  wdiicli  a commercial 
countr  7 has  to  coni])lain.  The  unsettled,  unsteady  price  of  money 
is  a gr  evance  greatly  to  be  deprecated.  There  can  scarcely  exist 
a grefter  calamity  inflicted  on  the  industrial  energies  of  the 
people  than  an  obstruction  interposed  between  capital  and  labour. 
This  is  always  a result  consequent  on  an  advance  in  the  rate  of 
interes:.  But  wdien  such  an  advance  as  has  been  the  case  for 
npwar(  s of  a year  past  is  sufficient  to  absorb  the  profits  of  labour, 
it  is  in  possible  to  calculate  the  amount  of  suffering  and  ruin  which 
is  cert?  in  to  arise  from  a result  so  disastrous. 

Eroii  September,  1844,  wdien  the  Act  came  into  operation,  until 
the  pnsent  time— a period  of  nearly  thirteen  years — there  have 
, taken  ] dace  not  fewer  than  forty-six  alterations  in  the  Bank  rate 
of  disount,  and  these  changes  appear  to  have  been  actuated  quite 
as  muc  li  from  the  amount  of  the  reserve  as  from  the  amount  of  the 
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bullion.  From  the  published  weekly  returns,  at  the  following- 
dates,  w-e  find  as  under  : — * 


1 

1 

Circulation. 

“Other 
Securities,” 
nist't  lunts,  &c.) 

Bullion. 

Reserve. 

Rate  of 
Discount. 

Oct.  2;j,  1847 
June  2G,  1852 
Oct.  1,  1853 

21,2f)5,188 

19,7G7.164 

24,217,011 

14,450,711 
1 0,7 55,395 
19,124,799 

8,312,691 

22,042,683 

15,162,562 

1,547,270 

14,244,(520 

0,258,520 

8 per  cent. 

These  totals  present  the  extreme  and  mean  points  of  the  action  of 
the  Bank  as  a regulator  of  the  currency.  In  the  instance  of 
October  23rd,  1847,  the  amount  of  bullion  was  at  a minimum 
compared  with  any  return  either  before  or  since  that  period,  w hich 
led  to  the  intervention  of  the  Government,  owing  to  the  unprece- 
dented circumstances  in  which  the  country  and  the  Bank  were 
placed  ; but  there  is  no  doubt,  however  di^sirable  it  ina^  ha\e  been 
to  protect  the  Bank,  the  pressure  upon  the  smaller  houses  of 
business  whose  capital  or  resources  was  limited,  must  have  been 
ruinously  great.  In  June,  1852,  the  reverse  exactly  took  place. 
The  circulation  was  so  small,  while  the  bullion  and  reserve  were 
so  large,  that  the  rate  of  discount  was  reduced  to  a minimum 
quotation,  (the  smallest  ever  known  in  this  country,)  so  as  to 
induce  a large  increase  in  the  private  securities  by  discounts  of 
bills  of  exchange,  as  the  best  means  of  producing  a profit  to  the 
Bank.  The  discovery  of  the  gold  fields  in  Australia  oceurred  at 
the  same  time,  which  occasioned  exports  from  England  to  so  great 
an  extent  as  to  glut  the  markets  there  with  our  manufactures. 
This  was  the  result  of  the  former  expansion  of  the  Bank  dis- 
counts. In  October,  1853,  the  circulation  w as  in  excess  ; while 
the  private  securities,  bullion,  and  reserve,  as  weW  as  the  “other 
deposits,”  which  reached  nearly  twelve  millions,  were  in  that  safe 
and  healthy  condition  as  to  have  reasonably  justified  a smaller  rate 
of  discount. 

It  is  assumed  by  some,  that  an  advance  in  the  rate  of  discount 
and  high  prices  are  both  evidences  of  increased  profits.  This  is 
a dangerous  fallacy.  It  may  have  a semblance  of  truth  when 
the  demand  for  money  arises  from  domestic  and  normal  causes, — 
when  trade  is  in  a healthy  and  satisfactory  state;  but  it  is  not 
true  when  it  arises  either  from  wuld  and  reckless  speculation  at 
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home,  or  from  external  pressure  for  gold  operating  on  the  vulner- 
able point  of  our  paper  eurrency.  In  fact,  the  reverse  is  the  case ; 
becans3  to  raise  the  rate  of  discount  is  to  contract  the  currency; 
and  if  in  combination  with  high  prices,  arising  from  an  advance 
in  the  raw  material,  but  not  in  the  wages  of  labour,  it  must,  ot 
necess  ty,  limit  the  power  of  buying  and  selling  commodities. 
To  ra  'ac  the  rate  of  discount  is  to  lower  the  value  of  goods ; 
consee  uently, — to  depress  rather  than  elevate  the  profits  of  the 
trader,  and  to  cramp  and  distress  the  productive  energies  of  the 
people 

Prices  are,  however,  governed  by  another  law.  At  this  moment 
the  ms  terials  of  some  of  our  leading  manufactur(!s  are  excessively 
high ; dlk,  wool,  and  cotton,  from  various  causes,  are  beyond  what 
perhaj  s has  ever  been  known,  and  this  necessai’ily  reacts  on  the 
prodmtion.  Manufacturers  know'  w^ell  that  they  cannot  realise 
on  the  goods  the  increased  prices  which  an  advance  on  the  material 
wmuld  justify ; while  traders  know'  that  beyond  a certain  price 
goods  become  actually  unsaleable.  At  this  moment,  numerous 
mills  are  stopped,  or  are  on  short  time,  at  Bradford,  Blackburn, 
and  ot  aer  places — w Idle  the  losses  on  stocks  of  goods  forced  upon 
the  m irket,  to  enable  their  ow  ners  to  meet  their  engagements,  or 
from  actual  failures,  are  incalculable. 

It  is  impossible  to  estimate  the  difference  to  the  country  between 
a high  rate  and  a low  rate  of  discount.  Not  only  is  the  demand 
for  coi  amodities  and  the  employment  of  labour  abridged  when  the 
rate  is  high,  but  the  value  of  all  property  is  in  proportion  depre- 
ciated. The  800  millions  invested  in  the  public  funds ; the  300 
millions  in  railways;  all  landed  property ; all  ships  at  sea  and  all 
goods  an  land ; — all  are  affected  by  the  high  price  of  money,  which 
is  the  neasure  of  value  for  all  commodities.  In  all  its  ramifica- 
tions, it  is  doubtful  whether  the  actual  cost  to  the  country,  from 
losses  )y  the  depreciation  of  property  arising  from  the  excessive  price 
of  moi  .cy,  is  not  really  greater  than  the  heaviest  year  of  taxation. 

By  i return  to  Parliament,  certified  by  the  Chief  Cashier  of  the 
Bank,  on  28th  June,  1854,  it  appears  that  from  January,  1848,  to 
May,  .854,  inclusive,  a period  of  seventy-seven  months,  the  whole 
amour  t of  bills  discounted  w'as  £78,352,220,  being  an  average  of 
£1,01  h561  monthly.*  This  amount  is  small  compared  with  the 
combi  led  operations  of  the  joint  stock  and  private  Banks,  bill 
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brokers,  and  others,  the  estimates  of  whose  individual  operations 
are  so  perfectly  marvellous  as  to  stagger  belief;  but  these  are  all 
iroverned  bv  the  Bank  rate.  Of  the  entire  amount  of  aceommo- 
dation  given  by  the  Bank  to  the  public, 

£60,543,620  was  under  5 per  cent. 

14,691,031  was  at  5 per  cent. 

3,111,569  was  above  5 per  cent. 

The  largest  amount  discounted  was  in  1853,  when  the  recent  dis- 
covery of  gold  mines  in  Australia,  and  the  large  importations  ot 
gold,  led  to  excessive  exports  of  manufactured  goods,  stimulated, 
there  can  be  no  doubt,  bv  the  low'  rate  of  discount  tut  the  Bank. 
This  was  speedily  followed  by  numerous  failures,  both  in  the 
colony  and  in  Great  Britain.  In  ]\Ielbourne,  the  great  bulk 
of  the  mercantile  classes  were  compelled  to  suspend  payment, 
owdng  to  the  glut  w'hich  took  place  in  the  market  and  the  utter 
impossibility  to  sell  goods,  unless  at  an  enormous  reduction  in  their 
value.  In  many  cases  goods  were  sold  at  auction,  and  failed  to 
bring  as  much  as  paid  the  freight  and  charges  which  had  been 
incurred  upon  them.  The  imports  into  Victoria  alone  rose  from 
three  millions  in  1852,  to  twelve  millions  in  1858 ; while  the  popu- 
lation of  not  more  than  100,000  at  the  former  period,  had  not  in 
the  meantime  been  doubled,  notw'ithstanding  the  great  stimulus 
given  to  immigration.  In  1853  the  Bank  discounted  ?iot  less  than 
tiventy-five  millions  at  sixteen  different  rates,  of  which  only 
£412,440  was  above  5 per  cent ! This  led  to  a reduction  of  the 
bullion  held  by  the  Bank  from  £21,308,223  in  December,  1852, 
to  .£15,424,040  in  December,  1853;  while  the  issues  at  the  former 
period  were  £22,435,172,  and  at  the  latter  £20,916,760.  In  1852 
the  amount  of  the  Bank  discounts  wns  only  £8,249,750,  although 
the  rate  was  chiefly  2 per  cent. ; while  in  the  first  five  months  of 
1854  the  Bank  discounted  not  less  than  £9,568,745,  at  rates  from 
5 to  6 per  cent.  After  the  experience  of  former  years,  it  was 
doubtless  an  act  of  prudence  on  the  part  of  the  Bank  to  contract 
its  issues  in  the  face  of  such  enormous  speculation,  particularly  as 

the  issues  had  fluctuated  between  twenty-nine  millions  and  twenty- 
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six  millions,  and  as  the  bullion  had  dropped  from  fifteen  to  eleven 
millions.  But  as  the  Bank  rate  of  discount  had  advanced  from  5 
to  6 per  cent.,  corresponding  profits  had  been  produced  to  the 
Bank  on  £9,568,745,  discounted  between  January  and  May  of 
that  year. 

It  is  difficult  to  comprehend  the  principle  on  which  the  Bank 
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Direct  ors  acted  by  so  largely  expanding  its  issues,  when  the  rate  of 
discount  had  so  largely  increased,  and  its  bullion  had  so  sensibly 
dimin  shed,  otherwise  than  by  inferring  that  they  were  mainly 
influenced  by  the  consideration  of  profit.  At  that  period  the  war 
had  n ot  commenced,  nor  had  large  exports  of  gold  begun  to  be 
shippe  d to  the  continent,  while  gold  was  steadily  flowing  into  this 
count  y.  The  large  purchases  of  bullion,  however,  at  the  early 
part  of  18.j5,  compelled  a reduction  in  the  Bank  rate  to  3^  per 
cent,  in  June,  when  it  held  not  less  than  .£18,000,716,  and 
£13,317,714  of  deposits.  In  the  following  October  it  had  risen  to 
6 and  7 per  cent.,  the  bullion  having  fallen  to  £11,230,207,  and 
the  deposits  to  £11,704,080.  From  that  date  until  the  present 
time,  ’ ritli  occasional  short  reductions,  it  has  continued  to  maintain  a 
high  r ate  of  discount,  upon  the  principle  which,  from  the  existing 
state  cf  the  law,  cannot  be  disputed, — that  a hi(fh  rale  is  the  very 
“ salv^ition  of  the  Bank/'  from  the  peculiar  position  in  which  it  is 
placed . The  salvation  of  trade  from  this  state  of  things  is  a point 
which  has  not  as  vet  been  sufficiently  considered  ; but  this  is  the 
great  question,  and  not  the  salvation  of  the  Bank  of  England, 
which  the  Parliamentary  Committee  are  called  upon  to  decide. 

The  rate  of  discount  is  governed,  as  in  the  case  of  the  prices  of  all 
other  I :ommodities,  by  the  supply  and  demand  for  money.  If  there 
is  a ccutinental  demand  for  gold,  all  other  monies  founded  on,  and 
which  may  command  gold,  namely, — bank  notes  and  deposits  in 
banks  — are  artificially  raised  in  value.  So  it  is  if  there  is  an 
excess  ve  demand  for  capital  at  home,  whether  that  capital  is 
wante  1 for  trade  or  for  merely  speculative  objects.  The  latter  have 
of  lati!  years  obtained  so  much  influence  on  our  money  market, 
that  t ley  enter  into  conflict  with  trade  itself,  and  have  become  its 
most  i erious  competitor : speculation,  indeed,  has  become  a trade  of 
itself,  and  commands  an  important  share  of  the  floating  capital 
of  the  kingdom.  IIow  can  a distinction  be  drawn  between  a 
legitii  late  demand  for  money,  and  a merely  speculative  one  ? If 
the  Joint  Stock  Banks  in  London,  which  publish  their  returns 
half-ysarly,  were  to  distinguish  in  the  “ Securities  held,’^  the 
amount  of  commercial  bills  discounted,  from  the  advances  on 
stock,  shares,  &c.,  &c.,  instead  of  mystifying  their  assets,  we  should 
possess  data  to  enable  us  to  arrive  at  some  knowledge  on  that 
point.  At  present  this  is  impossible.  But  it  is  sufficient  for  our 
positk  n that  it  is  not  a natural,  but  an  artificial,  or  speculative 
denial  d for  capital,  which  raises  the  rate  of  interest  beyond  all 
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reasonable  limits.  Look  at  the  following  results,  shewing  the 
division  of  profits  by  the  four  banks  already  named,  for  the  half 
year,  ending  the  30th  June,  last. 


1 

1 

Proprietors' 

Capital. 

Securities 
Leld  under 
dilfereiit  de- 
uominations. 

Surplus 

and 

Reserve. 

(27th  June.) 

£ 

£ 

£ 

Bank  of  England 

14,553,000 

*18,987,886 

3,868,670 

London  and  Westminster 

1,000,000 

12,189,698 

254,999 

Union 

000,000 

8,173,328 

291,578 

1 

London  Joint  Stock 

600,000 

10,559,899 

308,556 

Dividends  dtclared  for  half 
year. 


9 }>cr  cent,  per  annum,  or 
4 J for  half  year. 

C per  cent,  per  annum,  and  ; 
a bonus  of  6 per  cent.,  | 
equal  to  9 per  cent.  I 
5 per  cent,  and  7 j bonus,  , 
equal  to  12^  percent. 
124  per  cent,  per  annum,  ' 
and  10s.  per  share — equal 
to  11 5 per  cent. 


These  present  most  extraordinary  results — the  Surplus  Profit 
and  Reserve  Fund  at  the  end  of  the  half-year  shewing  in  all  cases 
an  enormous  per  centage  on  the  amount  of  the  capital ! Truly, 
Banking  is  a flourishing  business  !* 

If  the  high  rate  of  interest  has  ai’isen  from  a natural,  and  not 
from  an  artificial  employment  of  capital,  why  has  the  Bank,  which 
supplies  the  circulation,  made  so  little  in  proportion  to  its  capital, 
notwithstanding  all  its  exclusive  privileges,  and  why  have  the  Joint 
Stocks  made  so  much  ? Is  it  not  because  the  Bank  has  given  a 
power  to  other  banks  which  it  does  not  itself  possess  ? And  if 
much  has  been  made  by  these  banks,  who  has  suffered  ? Is  it  not 
the  trading  public  ? If  there  are  advocates  in  the  country  for  a 
continuance  of  the  present  system,  surely  the  Directors  of  the 
Bank  of  England  ought  not  to  be  found  amongst  them ; for  their 
capital  has  not  had  the  advantage  of  the  profit  which  would  have 
arisen  from  its  own  independent  and  free  action,  large  as  that 
profit  has  been,  if  the  Bank  had  employed  its  ca^jital  on  the  prin- 
ciple adopted  by  its  competitors. 

No  one  can  reasonably  complain  of  this  state  of  things,  much  as 
he  may  regret  it.  Capital  has  a right  to  seek  for  the  fullest 
remuneration  for  its  employment,  and  will  do  so  in  despite  of  all 
regulations  to  the  contrary.  But,  if  the  interest  of  the  country 
demands  that  trade  should  move  steadily  onwards  in  its  progress, 
it  is  proper  that  we  should  see  what  are  the  obstructions  in  its 


* Exclusive  of  Government  Securities,  £10,327,222. 

+ Since  this  jianipiilet  went  to  press  an  abstract  of  the  total  liabilities,  assets,  &c.,  of 
tlie  London  Joint  Stock  Banks,  has  ajtpeared  in  the  London  rajiers  (see  Apj'cndix  C). 
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way,  and  endeavour  to  avoid  them,  if  they  eatiiiot  be  removed. 
Joint  Stock  Banks  in  England  were  expected  to  operate  as  a 
count  erpoise  to  the  Bank  itself,— to  guard  the  trade  of  the  country 
again  it  its  capricious  action.  But  where  is  the  protection  to  the 
produ  ctive  and  trading  interests  of  the  country,  if  the  value  of 
mone  ^ is  artificially  raised  so  high  as  to  absorb  profits  ? 

If  1 he  question  were  asked,  as  it  probably  will  be,  of  the  witnesses 
to  be  examined  before  the  Committee — “ What  in  your  opinion 
would  be  the  best  system  for  a paper  currency,  so  as  to  command 
the  ei  tire  confidence  of  the  public,  such  currency  comprehending 
perfect  security  and  immediate  convertibility  — the  natural  answer 
to  that  question  would  be,  Such  a currency  can  alone  be  founded 
on  go  d,  because  gold  is  the  measure  of  all  commodities  : every 
note  ought  to  be  the  mere  representative  of  gold,  and  gold  must 
be  reudy  the  moment  the  note  is  presented.  Provide  such  a 
currei  cy  as  this,  and  you  will  at  once  establish  perfect  confidence 
on  th } part  of  the  public.  If  the  Committee  will  determine  on 
such  i.  principle,  they  will  command  the  gratitude  of  the  country 
at  larj  [e.’^ 

Pei  feet  security  and  immediate  convertibility ! These  are  con- 
sidera  ions  quite  as  much  relating  to  coinage  as  to  a paper 
circuh  tion.  They  refer  to  the  National  Mint  just  as  much  as  at 
preser  t they  refer  to  the  Bank  of  England ; for  if  a note  is  to  be 
convei  ted  into  coin,  the  Mint  must  supply  the  means  of  conversion. 
Let  ui  see  whether  this  view  of  the  case  may  not  admit  of  such 
a mod  .fication  of  our  paper  currency,  as  will  be  nmre  advantageous 
to  the  country  than  the  system  at  present  adopted. 

Is  t lere  any  good  reason  why  the  JNIaster  of  the  Mint,  Avhere 
the  bi  llion  is  converted  into  coins,  should  not  have  the  power  of 
issuing  his  warrants,  aeknowledging  the  possession  of  any  given 
quantity  of  the  precious  metals,  and  promising  to  deliver  its  value 
either  in  weight  or  in  the  coins  struck  from  such  metal  when  the 
warrant  is  presented,  any  more  than  that  the  Bank  of  England 
shoulc  issue  its  notes  promising  to  pay  any  given  amount  in  gold 
on  del  rand  ? In  other  words, — Is  there  any  reason  why  the  Bank 
of  En  fland  should  not  cease  to  be  a bank  of  issue ; and  that  the 
privilege  of  such  vast  importance  as  the  supplying  of  a paper 
curren  cy  should  not,  under  certain  regulations  to  be  prescribed  by 
the  L ‘gislature,  be  associated  and  identified  wholly  and  entirely 
with  the  National  Mint,  where  such  paper  would  be  convertible 
into  g )hl  ? Let  us  look  at  the  eflect  whieh  would  be  produced  bv 
a charge  of  this  kind. 
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The  Bank  of  England  shall  no  longer  eontinue  to  be  a bank  of 
issue,  but  shall  preserve  its  fimetions  as  a national  institution 
unchanged,  managing  the  public  accounts,  and  receiving  the  public 
monies,  precisely  in  the  same  way  as  it  does  at  ])rcsent ; the  only 
difference  being  that  the  debt  of  .€14, 475, 000  against  Government 
will  cease  to  be  represented  by  bank  notes.  The  Bank  will,  in  fact, 
become  the  same  in  principle  as  any  other  banking  establishment 
in  the  kingdom,  with  the  advantage  of  conducting  the  nation’s 
financial  business,  in  connexion  with  the  Treasury,  on  such  terms  as 
may  be  agreed  upon  between  the  Directors  and  the  Chancellor  of  the 
Exchequer : such  public  business,  being  at  the  same  time  open  to 
fair  competition,  if  the  interests  of  the  country  should  demand  a 
more  economical  administration  of  its  pecuniary  affairs.  The 
Bank  shall  hand  over  to  the  Master  of  the  iSIint  the  bullion  it 
holds  in  its  coffers,  and  receive  from  that  officer,  in  exchange,  INIint 
notes  of  different  denominations  for  the  convenience  of  circulation, 
coi’rcsponding  to  the  weight  and  value  of  such  bullion.  Every 
banker,  every  merchant,  every  individual  in  the  kingdom,  shall 
have  the  same  privilege  of  carrying  to  the  ]\Iint  whatever  bullion, 
(not  under  the  value  of  €5.),  he  may  desire  to  exchange  for  notes, 
and  thus  the  whole  gold  distrilmted  throughout  the  country,  and 
held— wmcA  against  their  inclination,— hx  the  numerous  local 
banks,  will  be  dran  ii  to  that  point,  where,  if  the  necessity  arises, 
it  mav  be  most  readily  available  to  be  exchanged  for  notes  when 
presented. 

This  branch  of  the  ]\Iint  shall  receive  bullion  of  standard  fine- 
ness at  €3.  17s.  9d.  per  troy  ounce,  in  exchange  for  sovereigns 
at  €3.  17s.  10|d.  But  it  shall  not  be  allowed  to  exercise  any 
banking  operations  whatever.  It  shall  neither  have  the  power  of 
borrowing  nor  lending,  and  shall  only  be  a place  ot  safe  custod}'’ 
for  the  gold  in  its  possession,  under  the  responsibility  of  Govern- 
ment, but  independent  of  all  Government  influence,  and  be  subject 
to  no  other  control  in  its  management  than  that  which  shall  be 
defined  by  an  Act  of  the  Legislature. 

By  this  means  a paper  currency  would  be  established  on  a solid 
and  satisfactory  basis,  and  become  independent  of  that  withering 
influence  which  the  Bank  of  England  at  present  exercises  over  the 

industry  of  the  country. 

*• 

Nothing  can  be  more  certain  than  that  the  balances  of  deposit 
and  current  accounts  held  by  the  different  banks  in  the  country, 
from  the  Bank  of  England  downwards,  are  at  present,  like  a similar 
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amour  t of  bank  notes,  liable  to  be  called  in  without  any  notice  on 
the  ptrt  of  their  owners,  the  moment  that  some  national  or 
politic  d convulsion  takes  place  to  shake  confidence  in  the  stability 
of  all  nonetarv  institutions.  If  there  were  not  the  danger  of  a 

o 

panic,  it  would  be  of  little  use  to  make  any  provision  against  a 
contin  ;ency  never  likely  to  arise,  and  if  confideuce  in  banks  was 
always  to  remain  undiminished,  people  need  not  care  whether  the 
piece  3f  paper  they  are  willing  to  receive  as  a money  value,  is 
w'orth  anything  or  nothing,  if  they  always  possessed  the  same 
unque  .tioned  power  of  passing  it  off  on  their  infighbour,  that  he 
has  In  d in  paying  it  to  them.  As  a theory,  this  condition  of 
confid(  nee  in  a paper  currency  may  be  satisfactory  to  a Utopian 
philos(  'plier ; but  a system  founded  on  a basis  so  unsubstantial  is 
scarce  y suited  for  a practical  age  and  country  like  our  own. 
When  the  crisis  comes,  it  is  always  accompanied  by  a rough 
uucert  monious  test,  sufficient  to  try  the  quality  of  the  soundest 
institu  tions.  Then  it  is  when  the  securities  on  which  they  rely  to 
cover  dl  demands  on  them,  fall  in  value,  or  become  wholly  incon- 
vertible,  by  reason  of  the  very  pressure  which  makes  it  compulsory 
to  realise  them.  Nobody  will  deny  that  consols  at  100  freely 
selling  on  the  Stock  Exchange  are  an  unexceptionable  security, 
when  ])ublic  confidence  is  high  ; but  this  will  not  be  the  opinion  of 
many  vlien  consols  fall  to  60  and  no  buyers. 

It  is  of  the  utmost  importance,  therefore,  that  a paper  currency 
freely  circulating  amongst  the  people  should  possess,  in  the  very 
highes  t degree,  those  elements  of  confidence  so  powerfully  adapted 
to  allai^  suspicion  and  prevent  alarm.  For  some  time  past  we  have 
been  > atchiug  every  week,  Avith  feverish  anxiety,  the  diminishing 
return  5 of  gold  in  the  Bank  coffers,  and  listening  with  dismay  to 
the  ru  nours  of  new  contracts  being  undertaken  by  some  of  our 
capitalists,  for  the  supply  of  bullion  to  the  Bank  of  France. 
Were  ;he  imports  of  gold  dust  to  cease  for  a time,  who  would  be 
surprised  if  the  Bank’s  stock  of  bullion  Avere  reduced  to  so  Iowan 
ebb,  a:  to  call  for  the  intervention  of  the  Privy  Council  to  suspend 
specie  payments?  As  it  is,  the  rate  of  interest  continues  high, 
advances  on  Government  securities  have  lately  been  made  at 
fourtec  n days,  at  rates  so  high  as  65  per  cent., — trade  languishes, — 
stocks  of  goods  are  throAvn  on  the  market  for  sale  by  tender, — mills 
stop,  and  thousands  are  out  of  employment.  This  to  some  extent 
is  the  iase  at  present ; Avho  can  say  Avhen  and  Iioav  it  Avill  end  ? 

The  xVet  of  1844  expressly  stipulates  that  all  bank  notes  beyond 
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the  amount  of  the  GoA’ernment  debt  of  .€14,475,000  shall  be  issued 
only  on  an  equal  amount  of  bullion  being  placed  in  the  hands  of 
the  Bank.  In  the  history  of  the  public  funds,  the  price  of  consols 
has  reached  107  ; but  there  Avas  a period  Avhen  they  fell  as  Ioav  as 
54.  Altliougli  there  may  be  little  probability  of  an  invasion,  and 


still  less  of  any  Pretender  landing  on  our  shores,  to  dispute  Her 
Majesty’s  right  to  the  crown,  it  is  nevertheless  Avithin  the  range 
of  possibility,  that  public  confidence  may  be  equally  shaken 
from  the  recoil  arising  from  excessive  speculation,  from  war, 
or  other  causes.  In  such  an  event  the  holders  of  Bank  notes 
would  immediately  rush  to  the  Bank  for  gold ; and  fortunate 
Avould  be  the  man  avIio  succeeded  in  obtaining  specie  before 
the  intensity  of  the  drain  compelled  the  Bank  to  suspend  cash 
payments.  Were  tlie  Avorst  to  happen,  and  the  creditors  of  the 
Bank  become  clamorous  for  their  money,  who  would  have  the 
first  claim  to  the  gold  left  on  hand  ? Would  the  holders  of  the 
notes  alone  have  that  privilege,  to  the  exclusion  of  the  depositors  ? 
This  is  a fair  and  reasonable  question,  because  the  gold  bears 
special  reference  to  the  notes  and  not  to  deposits.  Both  would 
doubtless  have  their  claim  on  the  public  as  Avell  as  the  private 
securities ; but  in  such  a crisis  what  would  likely  be  the  price  of 
consols  ? — hoAv  many  of  the  private  securities  would  be  honoured  at 
raaturitv?  Would  not  the  readv  ansAver  be, — Wait  until  things 
get  better  ! And  then  the  reserve  F — that  stock  in  trade  on  which 
the  directors  work  through  their  customers  at  a profit ! — Avould  it 
not  at  once  cease  to  possess  the  smallest  value,  or  Avould  it  be  taken 
as  an  asset  represented  l)y  the  gold  still  in  the  coffers  of  the 
Bank  ? 

Contrast  this  hypothetical  case  with  the  Mint  or  specie  notes 
here  suggested.  Every  note  Avould  have  the  gold  ready  to  meet  it, 
and  every  one  wotdd  knoio  it.  No  possible  event  would  create 
alarm  on  the  minds  of  the  holders  that  their  property  was  in 
jeopardy,  as,  short  of  some  great  national  calamity,  too  monstrous 
to  be  apprehended,  the  gold  would  be  found  in  all  its  integrity, 
ready  to  redeem  every  note  which  Avas  presented.  Hence  there 
w^ould  be  710  panic,  because  there  could  exist  no  alarm  to  create  a 
panic.  There  would  be  no  fear  of  loss  from  the  public  funds,  or 
from  “ other  securities,”  as  there  would  be  no  advances  on 
Government  stock,  or  Railway  shares,  and  no  discounts  of  bills  of 
exchange.  These  operations  wmuld  continue,  as  at  present,  in  the 
hands  of  bankers  or  bill  brokers,  who,  by  a combination  of  capital, 


24. 


creat(  a business  for  the  very  purpose  of  dealing  in,  and  making  a 
profit  by,  such  securities. 

AVcre  such  an  extension  to  tlie  po\vers  of  the  National  INfiiit  to 
be  conferred  by  Act  of  Parliament,  as  it  ought  to  be  for  the  security 
of  till  - public,  there  is  no  reason  why  such  an  institution  should 
not  become  a place  of  deposit  for  all  who  might  desire  to  place  their 
gold  iheie  foi  safety,  if  they  preferred  doing  so  to  accepting  the 
security  of  a bank,  even  with  the  inducement  of  an  allowance  of 
interest  on  such  deposit,  because  the  bullion  or  specie  notes  would 
afford  them  the  same  advantage.  It  is  scarcely  too  much  to  imagine 
that  s ich  a privilege  would  be  largely  made  available,  not  by" the 
Britis  1 piiblie  only,— not  by  the  provincial  bankers  alone,  who  are 
at  preieut  compelled  by  law,  to  hold  an  equivalent  value  in  gold 
for  all  notes  issued  beyond  their  certified  average  circulation ; but 
by  tin  importers  of  bullion  from  Australia  and  California,  even  as 
a tern]  nrary  expedient,  and  by  many  of  the  potentates  and  capitalists 
of  Evrope,  who,  from  political  considerations,  would  prefer  the 
sceuri  y of  the  National  Mint  of  England,  even  to  the  British 
Funds,  or  the  more  precarious  securities  on  the  continent.  Such 
would  be  the  confidence  felt  in  British  bullion  or  specie  notes,  that 
they  V ouhl  circulate  freely  over  the  whole  commercial  world. 

Nor  would  there  be  any  apprehension  of  a deficiency  of  National 
]\Iint  rotes  for  circulation,  as  the  Aliiit  would  of  necessity  become 
the  ce  itral  point  for  the  custody  of  the  precious  metals.  It  would 
preven  t a great  national  loss,  which  at  present  is  sustained  by  the 
circula  tion  of  gold,  where  a perfectly  secure  paper  currency  would 
better  answer  the  purpose  ; nor  Avould  it  at  all  interfere  with  that 
sufficit  ncy  of  coins  amongst  the  poorer  classes  of  the  community 
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which  s supposed  to  absorb  perhaps  sixty  millions  of  sovereigns  at 
presen ; circulating  throughout  the  country.  Mere  it  possible  to 
believe  the  contrary,  such  a plan  could  not  be  woi'se,  while  it  could 
not  fail  to  be  better  than  our  present  system.  ]t  would  afford  a 
supply  of  gold  where  gold  was  really  rvanted,  while  it  would 
neutra  ise  that  unhealthy  demand  for  it  which,  under  particular 
circumstances,  operates  at  present  so  much  to  the  disadvantage  of 
the  fre  e action  of  the  Bank  of  England,  as  a regulator  of  the 
nation;  1 currency. 

It  is  often  asserted,  particularly  in  the  instance  of  the  Scottish 
and  prrvincial  banks,  that  the  large  accumulation  of  gold  they 
are  compelled  to  hold  to  cover  the  excess  of  their  issues  beyond 
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the  peimittcd  average,  is  an  unnecessary  waste  of  capital  which 
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might  othenvisc  be  made  productAe.  This  is  true  only  to  a 
certain  extent.  Where  their  circulation  has  sunk  below  the 
average  it  is  unquestionably  a source  of  loss  to  such  banks  to  be 
compelled  to  hold  specie  which  they  cannot  conveniently  use.  It 
is,  however,  equally  true,  that  the  gold  which  is  represented  by 
paper  is  quite  as  productive  as  if  it  Avas  itself  in  actual  cii’culation, 
and  that  it  is  essential  for  the  security  of  the  public  that  it  should 
be  held.  Gold,  however,  loses  a portion  of  its  value  by  circulation, 
and  it  is  not  absolutely  necessan*,  nor  is  it  the  best  medium  for 
such  a purpose.  Paper  is  far  more  convenient.  What  people 
really  want  is  the  certainty  that  the  gold  Avill  be  forthcoming 
Avhen  called  for. 

By  the  account  of  the  bank  notes  in  circulation  by  seyenteen 
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banks  of  issue  in  Scotland,  and  of  the  coin  held  by  them  during 
the  four  weeks  ending  Satm’day,  4th  July,  1857,  it  appears  that 

their  average  circulation  amounts  to £4,101,000 

and  their  authorised  circulation  to 3,087,209 

being  an  excess  of  notes  issued  amounting  to £1,013,791 

but  that  against  that  excess  they  hold  £1,731,564 

(£1,447,002  in  gold,  and  £284,556  in  sih’er).  From  this  account 
the  Scotch  banks  appear  to  hold  £717,773  in  specie  more  than 
the  Act  of  1845  intended  that  they  should  hold.  At  the  same 
date  the  six  Irish  Banks  of  issue  sheAv  an  average  circulation 

of £6,581,343 

and  an  authorised  circulation  of 6,355,494 

being  an  excess  of  notes  issued  of. £225,849 

but  against  that  excess  they  hold  specie  amounting  to  not  less  than 
£2,309,104.  To  the  extent  of  that  excess,  amounting  to  nearly 
three  millions  in  both  countries,  the  Banks  experience  considerable 
loss  (as  gold  is  not  preferred  to  the  local  one  pound  notes,  parti- 
cularly in  Scotland) , by  holding  a description  of  capital  Avhich  is  not 
available  to  them.  This  may  be  so  much  the  better  for  the  com- 
munity, as  affording  a certain  amount  of  security,  in  the  event  of  a 
crisis,  beyond  what  the  laAv  provides  for  them.  But  it  is  so  much  the 
Avorse  for  the  shareholders,  by  so  large  an  amount  of  capital  being 
rendered  unproductive.  Were  Mint  notes,  as  proposed,  issued  in 
exchange  for  gold,  this  loss  would  be  avoided,  because  the  banks 
could  always  regulate  the  amount  of  bullion  represented  by  these 
notes  to  the  precise  amount  of  their  issues  beyond  the  certified 
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authorised  circulation,  by  the  simple  operation  of  issuing  the  Mint 

notes  thev  held  in  excess. 

•/ 

T1  ere  can  be  no  doubt  that  the  circulating  medium,  or  paper 
mom  y required  for  eSeeting  the  exchange  of  commodities,  ought  to 
be  ba^ed  on  the  most  perfect  security.  The  public  funds,  the  most 
favoi  red  raihvay  stock,  or  any  securities  of  that  class,  in  whatever 
estin  ation  they  may  be  held,  can  never  command  that  confidence, 
in  th  3 event  of  a crisis,  which  the  community  ha^  e a right  to  expect. 
They  want  that  steadiness  and  unchangeableness  of  value  which 
woul  I enable  the  notes  founded  upon  them  to  be  a satisfactory 
measure  of  value  for  commodities.  That  is  a quality  which 
gold  alone  possesses.  It  may  be  safely  assumed  as  an  axiom 
that  a security  which  possesses  no  fixed  value  in  itself,  cannot 
give  2 fixed  value  to  anything  else.  Consols  are  at  present  90^, 
befoie  the  Russian  war  they  had  reached  103;  and  during  the 
war  thev  fell  to  83.  London  and  North  Western  Railway 
shan  s were  ten  years  since  as  high  as  210 ; they  arc  now  103. 
It  wDuld  evidently  be  folly  to  found  an  issue  of  bank  notes  on 
secui  ities  of  so  fluctuating  a character ; and  y(3t  such  is  not  only 
the  f mndation  of  more  than  half  of  the  Bank  of  England  issues, 
leavi  ig  the  country  banks  out  of  the  question,  but  it  is  even 
grav(  ly  recommended  by  some  writers  that  the  circulation  of  bank 
note; , at  a period  like  the  present,  when  the  value  of  money  is 
high  might  be  safely  extended  on  the  security  of  the  public  debt, 
althcugh  the  dread  of  withdrawing  the  gold,  which  an  extension 
of  b ink  notes  so  readily  admits  of,  is  the  great  cause  of  that 
evil  3f  which  the  community  have  reason  to  complain  - namely, 
an  advance  in  the  rate  of  discount ! An  extension  of  the  circulation 
unde  r such  circumstances  would  rather  increase  than  diminish  the 
evil.  No  safe  extension  can  be  made  that  is  not  founded  on  gold 

alom . 

It  is  a question  not  unworthy  of  consideration  whether  the  com- 
mun  ty  would  not  be  able  to  transact  their  ojjerations  with  each 
other  with  more  satisfaction  to  t\\ava^e\\es,  were  hanks  prohibited 
from  issuing  notes  at  all ! Capital  would  then  acquire  its  legiti- 
mate influence,  and  the  people  would  know  what  they  had  to  rely 
upon,  when  a Mint  or  specie  note  came  into  their  hands.  At 
pres(  nt  their  reliance  is  of  a very  doubtful  kind,  as  they  have  the 
prom  ise  to  pay,  too  often  without  the  power  of  performance. 

T1  e Bank  of  Hamburg  is  established  upon  a principle  of 
perffct  security:  it  is  independent  of  all  extraneous  action,  and 
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inspires  the  public  with  the  greatest  confidence.  Parties  opening 
an  account  with  that  bank  deposit  their  money  in  specie,  and  all 
commercial  operations  are  performed  by  means  of  transfers  (or 
cheques)  from  one  account  to  another.  Every  merchant  of  any 
importance  has  his  account  with  the  bank,  and  thus  the  specie 
remains  undiminished,  unless  a depositor  requires  to  draw  out  his 
balance.  In  England  the  reverse  is  just  the  case.  MTioever  opens 
an  account  with  the  Bank  possesses  the  power  of  drawing  out  every 
sixpence  in  gold,  although  he  may  not  have  paid  a single  sovereign 
in  specie  to  his  credit  with  the  Bank. 

The  legitimate  province  of  banks  is  to  deal  in  money,  not  to 
manufacture  it  for  general  circulation.  Their  known  capital  and 
character  for  prudent  management  will  always  inspire  corre- 
sponding confidence,  and  the  combination  of  balances  in  their 
hands  (the  result  of  such  confidence)  will  always  give  them  the 
means  of  operating  advantageously.  The  principle  adopted  by  the 
Bank  of  Hamburg  might  not  be  injudiciously  applied  by  our  banks, 
as  regards  the  money  value,  rather  than  the  description  of  money 
placed  in  their  hands.  It  would  not  be  necessary  for  them  to  hold 
specie  while  specie  notes  would  answer  the  same  purpose.  But 
is  there  any  good  reason  why  the  Bank  of  England  or  even  any 
other  bank,  whose  capital  and  management  is  periodically  made 
patent  to  the  public,  should  not  be  permitted  to  issue  its  own 
transfer  notes  in  cases  of  bills  discounted,  based  on  the  securities 
it  holds,  if  its  customers  aje  willing  to  take  them  ? This  is  no 
innovation.  It  simply  turns  a delusion  into  a reality.  Vie  are 
actually  doing  the  same  thing,  by  means  of  cheques,  but  do  not 
seem  to  be  aAvare  of  it.  What  security  does  the  public  hold,  other 
than  these  securities  for  payment  of  bank  notes?  and  by  the 
introduction  of  transfer  notes  how  could  the  public  lose  ? Such 
transfer  notes  would  be  received  without  hesitation  bv  everv 
banker  in  the  kingdom,  so  long  as  they  possessed  the  confidence 
of  the  public,  and  the  Bank  Avould  thus  be  relieved  of  all  anxiety 
arising  from  a drain  of  gold,  while  trade  would  have  the  advantage 
of  obtaining  the  needful  accommodation  without  being  obliged  to 
pay  an  unreasonable  price  for  it. 

If  these  premises  are  true,  Ave  are  justified  in  draAving  the  folloAV- 
ing  conclusions ; — 

1 . That  gold  is  the  only  foundation  for  a pa})er  currency  ; and 
that  all  notes  constituting  the  circulating  medium  of  the  country 
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ouf>]i , to  be  represented  by  an  equal  amount  of  gold  in  tlie 
j\  ati<  nal  Mint. 

2.  That  the  public  debt,  railway,  or  otlier  securities,  founded  on 
natio  lal  liabilities,  or  the  liabilities  of  public  joint-stock  companies, 
which  are  exposed  to  constant  fluctuations  in  their  money  value, 
are  uisafc  or  unsatisfactory,  and  therefore  unsiiited  to  be  the  basis 
of  a I aper  currency. 

3.  That  the  Bank  of  England,  and  all  other  banks  trading  on 
their  capital,  should  cease  to  be  banks  of  issue. 

4.  That  the  National  ]\Iint  should  have  the  sole  power  of 
issuirg  notes  corresponding  to  the  amount  of  bullion  placed  in  its 
coffeis,  such  notes  being  a legal  tender. 

5.  That  the  Bank  of  England,  and  all  other  banks  of  issue,  be 
requi  ’ed  to  substitute  Mint  or  specie  notes  in  place  of  their  own. 

A ( juestion  naturally  arises  : — How  far  is  it  possible  to  maintain 
a na  ional  paper  circulation,  founded  on  gold,  icithout  a fixed 
capiti :/  ? There  need  be  no  apprehension  on  that  point.  No  banker 
and  I o trader  can  carry  on  business  without  money.  The  Mint  is 
the  natui’al  source  of  supply.  A paper  circulation,  therefore, 
wouh.  be  provided  for  by  the  united  capital  of  the  community, 
simpi  / because  they  could  not  do  without  it.  It  would  be  the 
property  of  the  people.  This  would  be  far  preferable  to  a 
circulation  founded  on  the  capital  and  under  the  control  of  any 
bank]  ng  institution  whatsoever.  The  country  is  now  suffering  from 
the  disadvantages  attending  the  mopopoly  enjoyed  by  the  Bank 
in  its  capricious  action  on  trade,  and  in  the  high  price  the  public 
lias  t ) pay  in  the  shape  of  discount  for  the  use  of  a paper  circu- 
latioi , in  which  the  trading  public  possesses  comparatively  little 
interc  st.  The  Government  must  of  course  pay  off  its  debt  to 
the  ]!ank,  so  as  to  make  us  free  to  adopt  a better  system;  but 
that  ( ould  be  easily  effected.  Were  a consolidated  bullion  fund 
creati  d at  3^  or  4 per  cent  (consols  paying  3),  gold  would  pour  in 
from  all  quarters  for  investment,  and  a Mint  paper  circulation  be 
provii  led  for  without  any  difficulty.  All  our  experience  goes  to  prove 
in  the  instance  of  all  banks,  from  the  Bank  of  England  downwards, 
that  he  deposits,  rather  than  the  capital  of  these  institutions,  are 
the  g ‘eat  source  of  reliance  on  which  they  make  their  profits.  The 
banks  must  still  have  to  provide  the  means  of  supplying  the 
dema  ids  of  their  customers  with  facilities  for  exchanging  com- 
modilies;  this  is  the  very  object  for  which  they  were  established, 


and  they  could  not  carry  on  their  biisiiiess  were  they  not  to  invest 
not  only  their  capital,  but  such  specie  deposits  or  bullion  which 
would  be  placed  in  tlieir  hands,  in  a currency  which  would  be  both 
available  and  satisfactory.  Besides,— /Aeir  position  would  remain 
unchanged,  as  they  would  not  lose  the  smallest  fragment  of  control 
over  their  capital  by  converting  it  into  specie  notes ; while  the 
influx  of  bullion  would  afford  a ready  means  of  investing  any 
amount  in  that  way  which  their  necessities  required. 

How  would  such  an  alteration  protect  us  against  tlie  demand  for 
gold  from  the  continent  of  Europe,  arising  from  speculative  causes, 
or  against  the  operation  of  foreign  exchanges,  when  the  balance  of 
trade  might  stand  against  this  country  ? Our  reply  {^—Perfectly  ! 
the  Bank  would  have  the  same  means  as  it  possesses  at  present  of 
curtailing  the  demand  upon  itself,  by  raising  the  rate  of  discount ; 
but  it  would  cease  to  hold  a dominant  control  over  the  capital  of  the 
country  ! So  long  as  the  Bank  of  England  could  do  so  advan- 
tageously, no  one  would  dispute  its  right  to  supply  for  export  as 
much  gold  as  it  pleased : but  if  to  accomplish  this  it  raised  the 
rate  of  discount,  this  would  speedily  be  corrected  by  the  influence 
of  the  combined  capital  of  all  other  banks,  each  of  which  n ould 
operate,  by  means  of  specie  notes,  independently  of  the  action  of 
the  Bank  of  England.  The  Bank  could  not  sell  more  gold  than 
was  represented  by  the  specie  notes  it  had  on  hand.  But  as  gold 
forms  but  a small  portion  of  the  circulation  required  for  our  trade 
at  home,  a foreign  demand  for  it  would  have  much  less  effect  on 
the  market  rate  of  discount,  than  is  the  case  at  present, — and  this  is 

what  the  country  really  requires. 

Foreign  exchanges  (or  the  balance  of  trade),  if  ad\erse  to 
England,  are  only  an  individual,  not  a national,  necessity  for  raising 
means  to  satisfy  foreign  demands.  The  same  necessity  obtains 
between  London  and  Manchester  as  between  London  and  Paris. 
If  we  bought  everything  from  the  continent  of  Europe,  and  sold 
it  nothing,  individuals  would  speedily  find  out  that  their  means  of 
payment  would  depend  on  their  power  of  commanding  a corre- 
sponding supplv  of  specie  notes.  But,  in  the  instance  of  INIan- 
chester,  they  could  accomplish  the  same  object  by  a cheque  on  their 
banker ; or,  in  other  words,  by  a transfer,  witlicut  the  intervention 
of  specie,  of  a certain  amount,  from  a banker  in  town  to  a banker 
in  the  country.  The  gold,  however,  carried  out  of  the  United 
Kimulom,  could  never  exceed  the  balance  owing  by  it ; if  it  did, 
it  would  soon  fiiul  its  way  back  again.  Hut.  let  that  balance  be 
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\\  ha  it  may,  it  could  never  amount  to  so  serious  a sum  as  to  aii'ect 
the  lapcr  circulation  at  home. 

A ^aiu,  it  may  be  asked,  how  would  the  Bank  of  England  meet 
its  oatstanding  notes,  if  it  parted  with  its  bullion?  Easily  ! The 
Ban  c is  called  upon  to  change  very  few  of  its  notes  compared  to 
its  ii  sues.  Every  day  brings  them  in,  not  so  much  for  specie,  as  to 
be  p laced  to  the  credit  of  current  accounts.  A ud  in  tlie  course  of 
a sh  )i’t  time,  every  note  would  find  its  Avav  back  to  the  Bank.  It 
is  of  little  use  speculating  on  the  possibility  of  a crisis.  In  that 
case  the  Bank  must  stand  the  consequences  precisely  as  it  would 
have  to  do  under  present  circumstances.  But  in  a time  of  general 
conf  deuce,  people  tlo  not  rush  to  the  Bank  for  gold.  That  is  the 
last ; csort,  and  the  change  here  recommended  will  not  ovA\  satlsjij , 
but  ictually  such  a contingency. 

Further  ! will  there  be  gold  enough  to  meet  all  the  wants  of  the 
people?  Yes,  more  than  enough  1 It  is  a commodity  always  to 
be  bjught  at  a price.  Here, — it  is  the  standard  of  value,  and  the 
pric(  is  fixed.  Elsewhere  it  is  not  the  sole  standard  of  value, — but 
even  if  it  were, — it  would  still  be  brought  here  in  payment  for  our 
experts,  and  must  continue  to  be  so,  so  long  as  we  maintain  the 
pow(  r of  supplying  the  world  at  largo  with  the  great  bulk  of  the 
gooes  they  consume. 

Tlicse  considerations  are  not  unworthy  of  the  attention  of  the 
Committee  on  the  Bank  Charter.  Parliament  will  doubtless 
decide  on  so  important  a question,  as  in  their  judgment  may  seem 
best.  But  if  provision  is  not  made  for  the  'perfect  security,  as  well 
as  tl  e independent  action  of  the  currency,  any  decision  they  may 
coim ; to  will  fail  to  give  satisfaction  to  the  country. 
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APPENDIX  B. 

Yearly  Amount  of  Bills  Discounted  by  the  Bank  op  England,  from  January,  1848,  to  May,  1854,  and  Rate  op  Discount  Charged. 

|2  1)3  Ct.  2J  Ct.1‘2^  li!  Ct.|2J  !■)  Ct.  3 D3  Ct.  ki  13  Ct.ls-^  D3  Cfc.lsi  ■r  Ct.  4 13  Ct.  4H*  Ct.Uf, 'IP  Ct.Uj  %3Ct.  5 Ct.  ibi  %3  Ct.  ki  p Ct.loJ  13  Ct. I G 4?  Ct.  i Total.  I c’omols* 


589,888  210,586  1,289,121  503,017  2,185,458  37,9.59  1,745,925 

381,770  112,101  2,462,431  547,414  295,903  ..  91,55.5  1,190  442,108 

5,05G,.035  955,874  955,457  40,058  42,070  12,879 

13,308,128  1,221,072  587,058  7,420  171,047 

I 

I 1352  >5,315,583  479,5712,041,024  272,592  139,580  ..  1,.'394 

1853  116,836,  2,389  1,537,573  20,277  8,429,207  294,279  4,099,500  140,827  2,343,931  44,562  1,264,908 

*1854 
(5  montliBl 


1843 

1849 

1850 

1851 


'■ 

1 

o 

(M 

7"H 

O 

as 

Oi 

O 

1 

CO 

CO 

1-H 

1 

zo 

1 

1 

o' 

oT 

* The  Total  for  1848  ought  to  be  £7,813,026  and  not  £8,513,026. 

The  whole  amount  of  accommodation  furnished  by  the  Bank  only  amounts  to  £1,017,561 
month  iy,  on  the  average. 

Of  the  entire  amount  Discounted  during  77  months,  £60,343,620  is  under  5 ^ Ct. 

£14,697,031  at  4 ^ Ct. 

£3,111,569  above  5 ^Ct. 


Certified  by  M.  Marshall,  C/uej  Camu) 
2m  June,  1854. 


£78.352,220 


250,251 


110,018 

1,885,118  42,897 


27,099  «8, 513, 026 

I 4,519,348  97g  ((<  88^ 

i 7,723,479  98^  qt  94p 

15,295,325  98  J ((i  99^ 

I 

..  : 8,249,750  101^  @ 95^ 

6,077,  25,182,547  101  @ 90;^ 

11,713  9,568,745  964  @ S54 


APPENDIX  C. 

aAii  Abstract  from  the  latest  Balance-sheets  and 


LONDON  JOJNT-STOCK  BANKS. 

Reports  of  tlie  London  Joint-Stock  Banks,  with  the  Total  Liabilities 


and  Assets  of  each  Bank. 


When 

Founded. 

i 

Bank.  | 

Capital 
Paid  up. 

t 

Current  and 
Deposit  Account. 

Total  Liabilities.  ; 

Reserved  Fund. 

I’otal  Assets 
after  Paying 
Dividends. 

Rate  of  l>ivi-  | 

deud  and  Bonus  | 
per  Annum. 

£ i 

£ 

£ 

£ 

£ 

£ 

1834 

1 London  and  Westminster  ..  i 

1,000,000 

13,913,058 

14,913,058  1 

154,728 

15,078,058  . 

18  per  cent. 

1836 

! London  Joint-Stock  

600,000 

10,698,530 

11,298,530  1 

168,420 

11,513,518 

1839 

Union  Bank  of  London 

600,000 

10,874,640  1 

11,474,640 

150,000 

11,646,219 

! 20 

1839 

London  and  Countv  

500,000 

3,857,281  1 

4,357,281 

100,000 

4,481,040 

10 

1839 

Commercial  Bank  of  London 

300,000 

936,724 

1,236,724 

73,273 

1,314,158  i 

7i  „ i 

1855 

City  Bank  

257,235 

1,248,191 

' 1,505,426 

1 28,0u0 

1,541,637 

6 „ ! 

1855 

Bank  of  London 

300,001) 

1,205,006 

1,505,006 

4,497 

1,532,713 

1855 

Unity  Bank 

150,000 

176,013 

: 326,013 

1 

299,546 

1 i 

1856 

Western  Bank  of  London 

200,000 

191,281 

391,281 

I 2,243 

332,691 

3 

Totals 

3,907,235 

i 43,100,724 

47,007,959 

1 681,161 

! 47,789,580 

1 1 
1 1 

A Comparative  Statement  of  the  Net  Increaso  or  Decrease  of  Deposits  on  the  })rcvious  Financial  Year,  with  Rate  of  Increase  or  Decrease  of  Deposit 

oTi  the  Year  ending  Juno,  1857. 


Bank. 


London  and  Westminster 

London  floint-Stock 

Union  Bank  of  London 

London  and  County  

Commercial  Bank  of  London... 

City  Bank  

Bank  of  London 

Unity  Bank 

Western  Bank  of  London  

Totals 


11,170,010 

7,873,953 

9,045,000 

4,213,738 

1,530,301 

785,581 

1,303,841 


Totals I 35,990,090 

[See  Standard'*  of  7t/i  Auf/ust,  1S57, 


Increase  of  Deposits 
on  tlie  Year. 

Docrease  of  Deposits 
on  the  Year. 

Increase  on  the  Year 
per  Cent. 

Decrease  on  the  Yeai' 
per  Cent. 

Rate  of  Increase  or  Decrease 
of  Deposits  on  the  Year 
ending  June  30,  1854. 

£ 

£ 

2,743,048 

- .. 

24,1 

102  per  cent,  increaso.  ! 

2,824,577 

— 

35^ 

— 

83.1  , „ 1 

1,829,034 

— 

20| 

54.1  „ 



356,457 

— 

8 7-16 

10  ,,  ,, 

— 

599,637 

39 

26  per  cent,  decrease 

461,610 

58,'. 

— 

— 

158,835 

— 

lU 

1 

7.853,209 

1,114,926 

jj 


